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Securities market is a place where value judgment and transaction depend on 
information; its principle is fair, impartial and open. Selective disclosure violates the 
fair principle and increases information asymmetry between the investors. The 
intention of fair disclosure (FD) rule is to level the information playing field for all 
capital market participants by outlawing the selective disclosure. This study focuses 
on FD rule issued by Shenzhen Stock Exchange and examines the efficacy of the rule 
based on the liquidity, investors trading behavior and information leakage around the 
earnings announcement with event study. This paper finds that the market trading 
activities and bid-ask is decreased before the earnings announcement; trading 
activities from retail investors are heightened before and after earnings 
announcements and the leakage of the bad news is decreased. These results show the 
market’s information asymmetry has decreased. However, the trading activities from 
institutions prior to earnings announcements don’t drop; the stock price is positively 
correlated between pre-announcement and post- announcement window and the 
leakage of the good news is increased. These results provide the evidence that the 
selective disclosure is still exist, the FD rule only has some extent efficacy. The main 
innovations of this dissertation are as follows: 
    1. I introduce the random window in the event study of the FD rule. It controls 
the impact of the factors besides the event itself. Pre-FD and post-FD belong to bear 
and bull market respectively, the random period without news controls the strong 
impact of the market itself better. This has lager improvement compared with the 
domestic study that compares Pre-FD and post-FD directly. 
2. The market trading behavior is less active prior to earnings announcements as 
informed traders decrease in the market. Based on this theory, I examine the efficacy 
of the rule through the change of market liquidity to reflect the change of the market’s 
information asymmetry. Considering the difference between the Quote-Driven-Market 
and Order-Driven-Market, this study examines the market liquidity from the 
microstructure by using the trading activity index such as Trade Frequency besides the 
bid-ask. It’s the innovation in the domestic study of fair disclosure. 
3. This study uses the trade money per share to classify the investors by using the 














This may provides some implications for future study of the investors’ behavior from 
the microstructure by using high-frequency data. As examine the correlated 
relationship of the stock price between the pre-announcement and post- 
announcement window, this paper uses the cumulative abnormal return difference that 
using the pre-announcement and post-announcement window mines the random 
window respectively. It’s an innovation method in the study field. 
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